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U.S. INTERVENES AND SETTLES CIVIL FALSE CLAI M5 ACT
LAWSUI T I N CONNECTI ON W TH FOREI GN Al D PROGRAM
FOR FAM LY PLANNI NG

DAVI D N. KELLEY, the United States Attorney for the
Southern District of New York, announced today that the
Government has intervened in an action brought under the qui tam
provi sions of the False Clains Act by filing a civil Conpl ai nt
agai nst ENCGENDERHEALTH, INC., formerly known as AVSC
| NTERNATI ONAL, | NC. (“ENGENDERHEALTH'). M. KELLEY al so
announced that sinultaneous with filing its Conplaint, the
district court approved the Governnent’s settl enent agreenent
wi t h ENGENDERHEALTH, under whi ch ENGENDERHEALTH wi || pay the
Government $3.3 mllion.

The Governnent alleges in its Conplaint that since
1988, the United States Agency for International Devel opnment
(“USAI D) has awar ded ENCGENDERHEALTH approxi mately $312 million
under cooperative agreenments with specified funding periods to
provide famly planning services on a global basis, consisting of

vol untary surgi cal contraception services, other |ong-term



contraceptive nethods and reproductive health services. Under
its cooperative agreenents, ENGENDERHEALTH provi des fi nanci al
assi stance to foreign governnents, non-profit entities, and
private physicians to deliver famly planning services directly
to individuals. Wen ENGENDERHEALTH enters into an agreenent
with a foreign entity to provide services, ENGENDERHEALTH dr aws
funds froma letter of credit provided by USAID. On a quarterly
basi s, ENGENDERHEALTH reports to USAID the status of funds

provi ded under the cooperative agreenents.

The Conpl aint alleges that at the conclusion of the
cooperative agreenents, sone of the services were not fully
performed, |eaving ENGENDERHEALTH wi t h unexpended funds on
deposit in its bank accounts. Under federal |aw, at the
concl usi on of the applicable funding period, ENGENDERHEALTH nust
return any unused funds to USAID. However, rather than return
t he unused funds to USAID, it is alleged that ENGENDERHEALTH kept
the funds and used them for purposes other than the provision of
servi ces under the cooperative agreenent.

The Conpl aint further alleges that an officer of
ENGENDERHEALTH reported to its Board of Directors that
ENGENDERHEALTH had created a “bubble” of funds through the
retention of noney fromits expiring cooperative agreenment that
ENGENDERHEALTH pl anned to use as a “cushion” to fund its

expenses. It was allegedly reported to the Board of Directors



that “with these new procedures in place we have substantially
reduced the risk of having to return unused noney to the U S.
Treasury.” ENGENDERHEALTH allegedly failed to disclose in its
books and reports to USAID the existence of the “bubble” of funds
retai ned by ENGENDERHEALTH.

As provided for in the False Cains Act, the
Government’ s Conpl ai nt seeks trebl e danages, as well as civil
penal ties of up to $11,000 for each false claimthat
ENGENDERHEALTH subm tted to USAI D.

Wi | e denyi ng any wongdoing in the settlenent
agreement, ENGENDERHEALTH has agreed to pay the Government $3.3
mllion to settle the Governnent's Fal se C ains Act charges.
ENGENDERHEALTH al so entered into an Organi zational Integrity
Agreenment with the Ofice of Inspector General of USAID, ained at
ensuring that ENGENDERHEALTH s participation in USAI D grant
prograns is in conformty with the statutes, regul ations and
directives applicable to those prograns. Anobng ot her aspects of
t he Agreenent, ENGENDERHEALTH wi |l fund an i ndependent nonitor to
over see ENGENDERHEALTH s conpliance with programrequirenents.

M. KELLEY stated: "This |lawsuit denonstrates the
federal Government’s strong conm tnment to protect federal nonies
and to ensure that when foreign aid funds are not expended

properly by grantees there will be serious consequences."”



M. KELLEY praised the investigative efforts of the
O fice of Inspector General of the Agency for International
Devel opnent .

Assi stant United States Attorneys ROBERT W SADOWNEKI
and EDWARD SCARVALONE are in charge of the case.
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